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THE MANUFACTURING TAX EXEMPTION FOR PRODUCTS
SOLD AT WHOLESALE WITHIN THE STATE

Issued August 19, 1966

Is the manufacture of paperboard in Washington exempt from taxation to the extent that folding
cartons are manufactured out of the paperboard at an out-of-state plant of the taxpayer, and sold at
wholesale within Washington?

The taxpayer manufactured paperboard at a Washington plant.  The paperboard was shipped out of
state where it was fashioned into cartons.  The taxpayer then sold the cartons at wholesale to Washington
purchasers.  The "Manufacturing" Tax was applied to the taxpayer's activity of manufacturing paperboard
within the state.  The "Wholesaling" Tax was also levied on the wholesaling of cartons within Washington.
The taxpayer contended that taxing both the manufacturing and wholesaling performed in Washington
deprived it of the exemption from "Manufacturing" Tax where the taxpayer also makes wholesale sales,
within the state, of products manufactured in the state.

RCW 82.04.440 provides that persons taxable under the Wholesaling classification of the Business
and Occupation Tax are exempt from taxation under the Manufacturing classification with respect to
products manufactured and sold.

The Commission held that the manufacturing activities in converting the paperboard into cartons at
a point outside the state resulted in new and different articles being produced.  The products sold at
wholesale, the cartons, were not the same products which were manufactured in Washington.  Therefore, as
the products manufactured in Washington were not sold at wholesale within the state, the statutory ground
for exemption was not fulfilled.

None 
The information is incorrect as it does not recognize subsequent legislation reagarding the multiple activities tax credit, therefore the ETA was repealed on 6/30/99


